ambulatory care setting. At our medical center, the number of these RN roles has increased over several years; these new roles were developed without a consistent approach to RN pay and pay practices. With integration of nursing throughout the hospital and ambulatory care settings, the inconsistency became more obvious. Institutional leadership recognized this issue and appointed a task force led by human resources (HR) compensation staff to address the institution's RN pay and pay practices.
BACKGROUND
In the hospital setting, the RN pay and pay practices had been standardized for many years and were aligned closely to market. In the ambulatory clinic settings, however, RN salary ranges, actual pay within the range, and vacation accrual differed depending on the advocacy of the physician and/or administrative leadership team of the work unit. Objective job descriptors or levels of responsibility did not appear to determine these differences.
In addition, there was a steady movement of RNs from the 24/7 hospital setting to the Monday-throughFriday ambulatory care positions. These transfers did not interrupt the length of service benefits because policies are integrated throughout the institution. On the basis of the salary transfer policy used, most RNs did not experience a decrease in salary when transferring from hospital to ambulatory care areas. This steady movement of RNs from the hospital to the ambulatory care setting had created a specific retention issue for the hospital in the context of the overall nursing shortage.
The RN Salary Model Task Force convened in January 2001 and was charged with developing a framework by which RN salary ranges throughout the institution could be differentiated and assigned to appropriate levels. Members included a cross-section of stakeholders and compensation experts, including staff from administration, HR, nursing administration, communications, and marketing. The task force was initially asked to make a recommendation to the administrative leadership team within a month, before the next scheduled institutional salary increase. As the task force began to review the issues, the scope of the project grew, and consequently implementation did not occur until a year later.
The RN Salary Model needed to be developed within the framework of the institution's allied health
• Pay is primarily based on external market comparisons.
• Pay adjustments occur on an annual basis.
• Pay will be administered in a nondiscriminatory manner.
• The institution expects the highest level of performance from all of its employees; therefore, there is no merit or pay-for-performance component to the salary program.
• Those employees not meeting performance standards will have their pay adjustments either delayed or denied.
• Innovative pay models are encouraged where they can assist in meeting specific business needs (eg, recruitment).
• The institution will be a leader in the market in pay for comparable jobs.
• The institution will follow an open communications philosophy so that its employees have a clear understanding of how pay is administered. staff salary program philosophy. The salary program philosophy was established for the purpose of bringing consistency to compensation across the entire multicampus medical center. The overall salary program philosophy statements are included in Figure 1 .
MODEL DEVELOPMENT
Before the task force embarked on fulfilling its charge of developing a new salary model for RNs, the group spent a considerable amount of time establishing guiding principles. These principles helped ensure that the group stayed within the charge as the salary model was developed. The group also agreed on a set of assumptions to ensure a common framework of understanding as the model was cre-
The RN Salary Model will • be understandable for RNs making job-change decisions.
• reflect market pay and pay practices.
• be aligned with the institution's overall salary program philosophy.
• support business priorities for scarce RN resources.
• have criteria that are clearly defined and understood by key stakeholders and are perceived as fair.
• have criteria that allow for consistent decision making.
• enhance the recruitment and retention of RNs across the campus.
• support the institution's model of care.
Assumptions
• The proposed structure (or model) must provide incentive for RNs to remain in the 24/7 setting.
• RNs across the campus who provide direct patient care are similar.
• Salary recommendations are market based, primarily focused on the external market, but would look internally when it seemed appropriate to do so. ated. These guiding principles and assumptions are listed in Figure 2 . Both the principles and the assumptions proved to be very helpful for the task force members to express their varying perspectives, to discuss differences, and to reach consensus on a set of beliefs to guide the work. The task force considered several options for differentiating RN pay throughout the campus, including one base pay range with additional pay tiers based on criteria to be determined later, different pay ranges based on criteria to be determined, career ladder, one pay range, one pay range with high shift differentials, and one wide band of salary with overlapping ranges for different RN roles.
Most of these models required some types of criteria to differentiate pay. The group struggled for several meetings, starting with a brainstorming session in which all imaginable criteria were considered-eg, patient acuity, level of job difficulty or skills, level of job stress, type of procedure, RN education level, job schedule, or location of the work unit (hospital or nonhospital). Each criterion was measured against the task force's principles. The criteria had to be understandable, clearly defined, objective, and allow for consistent decision making. After many more discussions, the task force decided that the only criteria that met these principles were level of nursing education and work unit schedule.
These 2 criteria were further subdivided. Education levels recognized by the model were associate degree or diploma (AD/Dip) and bachelor's degree with a major in nursing
Three types of schedules were identified, specifying that differentiating criteria would be the work unit's hours of operation and not an individual RN's schedule. Using the schedule of the work unit supported the value that staff are responsible to meet the needs of the patients they serve, regardless of their regular work schedule. The work unit schedules recognized were Monday through Friday day hours; 24/7 hours of operation, including evenings, nights, weekends, and holidays; and extended hours that included schedules between days only and 24/7. The extended hours category included work units with day and evening hours and some weekend and holiday shifts.
The model was then created with one baseline range for all RNs, with additional "blocks of pay" based on the 2 differentiating criteria-the work unit schedule and the nurse's education level. Thus, we named the model "RN Building Blocks Model." By placing all RN positions in a single baseline range, the model introduced no subjective judgment of "difficulty of job," "job worth," or "job value."
The model created 6 pay ranges based on the 2 criteria. The ranges included the baseline range and the building block combinations added on to the baseline pay. As noted earlier, the institution has a market-based pay philosophy. Salary survey data are available for the baseline pay range (the ambulatory care RN working day hours) and the 24/7 pay range (the hospital RN). The survey data were used to create the "bookends" of the pay model. The institutional pay structure comprises a series of pay ranges, each 3% apart. Therefore, each pay range or building block adds 3% to the salary baseline. Building blocks were added as follows:
• Day hours with AD/Dip (baseline) • Day hours with BSN/BAN (baseline + 1 block, 3%) • Extended hours with AD/Dip (baseline + 2 blocks, 6%)
• Extended hours with BSN/ BAN (baseline + 3 blocks, 9%) • 24/7 hours with AD/Dip (baseline + 5 blocks, 15%) • 24/7 hours with BSN/BAN (baseline + 6 blocks, 18%)
It is important to note that the model did not replace shift differentials. Shift differentials are paid in addition to the RN's hourly rate.
OTHER PAY PRACTICES
Three pay practices needed to be addressed to support the message that all RNs would be treated consistently: paid-time-off (PTO) accrual rates, transfer practices between work areas with different schedules, and pay for RNs who worked in multiple roles with different pay ranges. Before implementing the model, hospital RNs were on a richer PTO accrual plan than were RNs in other settings. For consistency and to prevent any individual from accruing less PTO after implementation of the model, PTO accrual for all nonexempt RNs was adjusted to the rate for hospital RNs.
Calculating pay rates for RNs moving between settings was inconsistent. Therefore, nurses did not know how their pay would be affected when transferring until after they interviewed for a specific position. Typically, when RNs transferred from the hospital setting to the ambulatory care setting, they were allowed to keep their hospital rate of pay. The exception to this was if the RN's pay exceeded the new pay range maximum, in which case pay was moved to the top of the new range. This practice facilitated the move from the hospital setting and resulted in a pay reduction only for long-term, experienced RNs whose pay was higher than the pay range to which they were transferring. The building blocks model facilitated RNs' movement between settings with a consistent and predictable effect on their pay. Building blocks are added or subtracted to calculate their new pay. For example, if a nurse moves from a day schedule work area to a work area with extended hours, the pay rate increases by 6% (2 building blocks); moving from an ambulatory care unit with day hours to a work unit with 24/7 hours results in a 15% pay increase (5 building blocks).
One of the goals of the model was to maximize the institution's RN resources. The task force wanted to facilitate the opportunity for RNs to work in multiple settings. A concept called "job 1/job 2" enables RNs to work in multiple work units with multiple pay rates, instead of receiving only one pay rate regardless of work location. When calculating the pay for a job 2, the same calculation as the transfer process described above occurs. For example, if a nurse is working in an area with a day schedule as the primary job (job 1) and wants also to work in a 24/7 area (job 2), the pay rate for job 2 would be calculated by adding 15% (5 building blocks) to the nurse's job 1 rate.
SCOPE OF MODEL
Decisions had to be made as to "who is in and who is out" of the model. All RNs working in staff roles are included if they have RN education, an active RN license, direct patient care (or, in other words, the RN has an effect on patient clinical outcomes), and deliver patient care face-to-face, by telephone, or both. The model excludes nurse supervisors, nurse managers, and nurse administrators; advanced practice RNs (nurse practitioners, nurse anesthetists, clinical nurse specialists); and other RNs who are in operational positions that affect patient care but who do not have direct patient care.
IMPLEMENTATION
Throughout the process of developing the model, the institutional leadership team clarified their approach to a number of task force issues, including the criteria to be used to determine nursing compensation,
how to address groups who believed they were being treated unfairly, if some work units should lose compensation in the model, and who should be involved in communication of the RN Salary Model. The ongoing interaction between the task force and the leadership team allowed the leadership team to better understand and support the model.
The leadership team strongly supported the task force's recommendation that the salary model should be based on 2 objective criteria versus criteria that place a value on nursing functions (eg, inpatient vs outpatient, procedure vs preventive care). The leadership team also noted that some work units would be classified as days or extended hours that considered their relative value more like positions classified as 24/7. For work units anticipated to have a dissenting opinion about the model, individuals on the leadership team agreed to meet with the individual department physician chairs and administrators before communication of the RN Salary Model. This effort helped explain the model and the reason for the model before the individual department physician chairs and administrators were approached by potentially dissatisfied RNs.
After the building blocks pay ranges were determined, the task force reviewed all nursing job titles included in the model and their corresponding pay ranges. The task force then evaluated the RN Salary Model's effect on each job and pay range. A few jobs were found to be above where the model would have placed them. These included some in ambulatory care areas that had been reassigned without clear criteria to higher ranges in the past, and some in the hospital setting, such as the outpatient surgery areas, that historically had been paid as 24/7 RNs.
With a critical focus on RN recruitment and retention, it would be illogical to lower the RNs' pay ranges, salaries, or both. The task force recommended "maintaining" these RNs in their higher range, knowing that it would take only a few years for the corresponding model pay range to be equivalent to their current ranges. These RNs would continue to have annual pay increases to move them through their ranges, and if their range changed in value, they would experience this pay range change. The leadership team supported the task force's recommendation. This support was important because the success of the model implementation could be negatively impacted if nurses received a compensation decrease as a result of the new salary model.
To anticipate the overall RN reaction to the proposed salary program, 6 focus groups with RN managers, supervisors, and staff nurses were conducted. The objectives of these groups were 3-fold: (1) to understand the current attitudes toward and perceptions about current RN salary, benefits, and pay practices, (2) to determine the ability to communicate the proposed program and anticipate aspects of the program that will need further clarification, and (3) to observe and document the reaction to the proposed program and solicit feedback for potential program communication modification before implementation.
Each focus group consisted of 8 to 10 individuals, with participants grouped on the basis of education level (BSN or AD/Dip) and work unit schedule. The focus groups were conducted using standard methods and were moderated by the marketing department.
During the focus groups, it became clear that, other than being aware of salary inequities between clinic and hospital nursing positions, the majority of nurses knew very little about the salary program before seeing the proposed RN Salary Model. Everyone who heard the presentation grasped the fundamentals of the proposed building block model and pay practices. However, almost all participants struggled to determine the direct effect the proposed program would have on their own salaries. The difficulty was likely the result of a combination of factors, including a lack of understanding with regard to the current salary program, not knowing their current salary ranges, and difficulty shifting their thinking from work location to work unit schedule.
Although their initial reaction was mainly defensive, after contemplating the model, most participants conceded that work unit schedule and education level were logical, objective, and defensible criteria for establishing salary ranges. Equalizing the rate of paid time off accrual among RNs was favorably received. In addition, all of the participants understood the more complicated pay practices involved with internal transfers and multiple jobs. However, their understanding of the new program did not necessarily mean they were satisfied with the proposed program.
Focus group participants suggested the program be communicated through a brief letter followed immediately by open presentations, as many considered it important that all nurses receive the same information at approximately the same time to minimize misinformation. It was also strongly suggested that the reasons for creating the program as well as its desired effects be shared in the overall communication of the program. All of these recommendations were followed in the resulting communication plan. In addition, the reactions from members of the focus group indicated that special attention and communication would be required for the group of RNs who would be maintained in their current pay ranges because their current salary exceeded the pay range in the model. A special presentation and handouts were created to help communicate their situation.
The leadership team accepted an invitation to introduce the RN Salary Model during all-nursing-staff presentations. These presentations reinforced leadership's knowledge and involvement in the decision-making process and their desire to treat staff fairly.
F I N A N C I A L M A N A G E M E N T

COST
The additional payroll cost for the new model was relatively minor. The institution incurred an additional cost of less than 1%, based on an overall salary budget for all RNs in the model. The additional costs were attributable to recognizing the bachelor's degree in nursing in the ambulatory care setting. Before this model, only those nurses working in the hospital setting were given credit for their education. The other costs incurred were for moving several RN work areas into the extended hours category and increasing their pay in response to the model.
Ongoing Maintenance
Because the RN Building Blocks Model is market based, HR staff members watch the market constantly. The model is flexible to accommodate market fluctuations. For example, the year after implementation of the RN Salary Model, the entire institution's pay structure increased by 3%. In addition, work units with 24/7 hours in the RN Salary Model required an additional adjustment related to market changes. Therefore, an additional range (block) was added to both 24/7 pay ranges.
Appeal Process
Recognizing that work units or departments may not agree with placement of their RNs in the model, an appeals process was established. The task force wanted to make sure that the appeals process was not overly burdensome, would allow a fair hearing, and could be completed in a timely manner. Some of the key points of the appeals process developed included:
• The appeals panel consists of a subset of individuals from the original task force. The task force chair also chairs the appeals panel but does not vote.
• The appeals process allows for the work unit bringing the appeal to send 1 or 2 representatives to state their case. They are given ample time for their presentation and to answer questions from the panel members.
• The panel also reviews information that HR representatives gather that is relevant to the issues being appealed.
• A consensus decision as to how to resolve the appeal is usually made at the conclusion of the hearing. Only when the appeals panel is truly deadlocked or feels that additional information is required is the decision postponed until a later date.
In the 2 years since the model's inception, only one work unit has brought forth an appeal. In that case, the appeals panel upheld the original findings of the task force on the basis of well-documented information provided by HR representatives.
LESSONS LEARNED
The task force and leadership team believe the RN Salary Model is fair and objective, easily understandable, and flexible. There were 4 critical success factors: (1) a diverse task force membership, (2) commitment to the charge, guiding principles, assumptions, and salary philosophy, (3) the task force's willingness to ask and listen to feedback from staff nurses, and (4) a sound communication plan. Over a period of 18 months, the task force learned a great deal, including the importance of frequent and active dialogue, particularly when a solution was not clear. The task force struggled for months evaluating the merits of many salary models and criteria. The more frustrated the task force became, the more often they met. Task force members did not discount each other's ideas and were committed to the charge and objectives.
When an idea arose or a concept was in doubt, the task force adopted a practice of asking many questions and listening to the nurses who were working day, extended, and 24/7 hours. Using focus groups helped identify the best idea or concept and anticipate possible reaction to an idea or concept. In addition, task force members talked with their administrative and nurse supervisor colleagues to obtain feedback.
The communication plan for implementing this type of change cannot be underestimated. The use of focus groups to see and hear the reactions of RNs proved to be well worth the effort. The presentations and written materials provided real examples to show the effects of the RN Salary Model on current jobs and hypothetical transfers between RN positions. And finally, the timing of the presentation plan was critical; the institution's physician department chairs, administrators, and nursing supervisors were notified via e-mail and received hard copies of the presentation materials as well as the presentation schedule for all nursing staff. This allowed them to be fully informed when the staff they worked with had questions or challenged the model.
CONCLUSIONS
Consistent growth in both patient volume and revenue is usually a predictor of prosperity. However, that prosperity can be jeopardized if attention is not given to consistent organizational pay practices. For this organization, nurses did not understand salary decision-making criteria. This lack of understanding created an emotional divide between hospital and ambulatory care nursing: it was felt that ambulatory care nurses were not paid appropriately compared with hospital nurses, and there were inexplicable pay practices among ambulatory care nurses' salaries. The organization's pay practices also hindered the ability to deploy scarce nursing resources to work in areas that needed nursing resources the most.
F I N A N C I A L M A N A G E M E N T
The nursing education and work schedule building block salary model has created consistent pay practices. Nurses are able to understand how salary is calculated and predict what might happen if one were to accept a new position within the organization. The organization has positioned itself now and in the future to maximize its limited nursing resources. The organization does and will likely continue to ask nurses, if they desire, to work in multiple work areas and be compensated equitably.
Clarity of pay practices and respect for the individual have resulted in improved nurse satisfaction with pay and pay practices. The results of the institution's most recent employee satisfaction survey indicated that RNs as a group were significantly more satisfied with their total compensation than other groups within the institution and believe their compensation is competitive with other comparable employers. Going forward, the organization will continue to monitor the external environment and balance the individual and organizational needs so that all will prosper.
Other healthcare organizations that need to manage pay and pay practices for RNs working in multiple settings may benefit from this model. This model creates objective criteria for differentiating pay with the goal of retaining RNs, especially in the 24/7 setting.
